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OATH OR AFFIRMATION

Kamal Jafamia swear or affirm that to the best of my knowledge and belief the accompanying financial statement and

supporting schedules pertaining to the firm of Realty Capital Securities LLC as of December 31 2010 are true and correct

further swear or affirm that neither the company nor any partner proprietor principal officer or director has any proprietary

interest in any account classified solely as that of customer except as follows

No 01 LA6I 64028
Title

QuaHifed in New York County
Term Expires AprIl 92011

This report contains check all applicable boxes

IEI Facing Page

il Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent Auditors Report on Internal Accounting Control

Public

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Realty Capital Securities LLC

Wholly-Owned Subsidiary of American Realty Capital II LLC
Statement of Financial Condition

December 31 2010

Assets

Cash and cash equivalents 4156842

Receivables

Commissions 605265

Reimbursable expenses 2118462

Property and equipment net 38297

Loan receivable 60000

Investment at fair value 300000

Prepaid expenses and other assets 212108

Total assets 7490974

Liabilities and Members Equity

Liabilities

Accounts payable 384910

Accrued expenses 1276162

Payable to broker-dealers 2662788

Total liabilities 4323860

Members equity 3167114

Total liabilities and members equity 7490974

The accompanying notes are an integral part of this financial statement



Realty Capital Securities LLC
Wholly-Owned Subsidiary of American Realty Capital LLC

Notes to Financial Statement

Year Ended December 31 2010

Organization

Realty Capital Securities LLC Wholly-Owned Subsidiary of American Realty Capital II

LLC the Company is broker-dealer registered with the Securities Exchange

Commission the SEC and the Financial Industry Regulatory Authority F1NRA

The Company was established in Delaware on August 29 2007 as limited liability company

and commenced operations as FINIRA qualified broker-dealer on February 25 2008 The

Company is the securities broker-dealer for American Realty Capital IIs the Parent

proprietary products including publicly registered non-traded REITs fixed-income notes

wealth management and co-ownership investments Additionally the Company serves as the

exclusive dealer manager for non-parent proprietary products The Company sells securities

to qualified investors throughout the United States by means of national selling network of

broker-dealers and registered representatives

The Company is engaged in single line of business as securities broker-dealer which

provides distribution services with respect to selling variety of investment products

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make certain estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosures of

contingent assets and liabilities at the date of the financial statements and reported amounts of

revenues and expenses during the reporting period Accordingly actual results could differ

from those estimates

Securities Transactions and Valuations

Proprietary securities transactions in regular-way trades are recorded on the trade date as if

they had settled Profit and loss arising from all securities and commodities transactions

entered into for the account and risk of the Company are recorded on trade date basis

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with original maturities of 90

days or less to be cash equivalents

Investment

The Companys investment consists of an ownership interest in private company The

investment is valued at fair value which is defined as the price that would be received to sell

an asset or paid to transfer liability in an orderly transaction between market participants at

the measurement date



Realty Capital Securities LLC

Wholly-Owned Subsidiary of American Realty Capital 11 LLC
Notes to Financial Statement

Year Ended December 31 2010

Commissions

Commission revenues and related expenses are recorded on trade date basis as securities

transactions occur

Reimbursable Expenses

The Company includes all reimbursable expenses in gross revenue because the Company is

the primary obligor has discretion in selecting supplier and bears credit risk of paying the

supplier prior to receiving reimbursement from the customer

Income Taxes

As limited liability company the Company is not subject to income taxes The member

reports its distributive share of realized income or loss on its individual tax return

Accordingly no provision for federal or state income taxes is reflected in the accompanying

statement of operations

Marketing and Advertising

The Company expenses the cost of marketing and advertising as incurred

Loan Receivable

The Company made loan to an employee The loan is payable in monthly installments in

2011 and bears interest at an annual rate of 9% provided however that the payment of

interest shall be waived as long as the borrower is not in default and is actively employed by

the Company This loan totaled $60000 as of December 31 2010 The Company may elect

at its sole discretion to forego the repayment amount If this election is made such amount

will be charged to compensation expense in the year of such election

Fair Value of Investments

The Company entered into an Investment Agreement with Purl Labs LLC Purl Labs an

Arizona limited liability company on December 2009 Purl Labs is the creator of Advisor

TLC software designed to enable advisors in the financial industry to communicate

segmented and personalized content to their clients The Company has purchased an aggregate

of 165000 membership interests equal to 15% of Purl Labs issued and outstanding equity

interest for an aggregate purchase price of $300000 The total purchase price was paid in

five installments based on the successful completion of certain milestones as defined within

the investment agreement and the first amendment thereto



Realty Capital Securities LLC
Wholly-Owned Subsidiary of American Realty Capital II LLC

Notes to Financial Statement

Year Ended December 31 2010

The fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair

value into three broad levels is explained below

Level Valuations based on unadjusted quoted prices in active markets for identical assets

or liabilities that the Company has the ability to access Valuation adjustments are

not applied to Level securities Because valuations are based on quoted prices that

are readily and regularly available in an active market valuation of these securities

does not entail significant degree ofjudgment

Level Pricing inputs are other than used in Level which include the closing bid price for

unlisted marketable securities which are available in active or inactive markets for

identical investments or liabilities other direct or indirect observable inputs that can

be corroborated by market data or the use of models or other valuation

methodologies as of the reporting date

Level Pricing inputs are unobservable for the investment and include situations where

there is little if any market activity for the investment The inputs into the

determination of fair value require significant management judgment or estimation

The following table presents the investment measured at fair value on recurring basis and

summarized by the fair value hierarchy as described above as of December 31 2010

Description Classification Total Level Level Level

Investment Asset $300000 $300000

Total $300000 $300000

The following table discloses reconciliation of the investment at measured fair value on

recurring basis using significant unobservable inputs Level

Total Investments

Beginning balance December 31 2009 45000 45000

Purchases

Ending balance December 31 2010

255000 255000

300000 300000

Fair values for the investment in Level are calculated using assumptions about the value of

the underlying assets illiquidity and projected income streams There were no changes in the

valuation techniques during the current year



Realty Capital Securities LLC
Wholly-Owned Subsidiary of American Realty Capital II LLC

Notes to Financial Statement

Year Ended December 31 2010

Off-Balance Sheet Risk and Concentrations

The Company is engaged in various trading and brokerage activities in which counterparties

primarily include broker-dealers banks and other financial institutions In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The risk

of default depends on the creditworthiness of the counterparty It is the Companys policy to

review as necessary the credit standing of each counterparty

Financial instruments that potentially subject the Company to concentrations of credit risk

consist principally of cash and cash equivalents The Company maintains its cash and

temporary cash investments in bank deposit and other accounts the balances of which at

times may exceed federally insured limits Exposure to credit risk is reduced by maintaining

the Companys banking and brokerage relationships with high credit quality financial

institutions

The Company earned approximately 83% of its commission revenue and dealer manager fees

from two products

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires

the maintenance of minimum net capital of the greater of $5000 or 1/15 of aggregate

indebtedness as defined and requires that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to At December 31 2010 the Company had net capital

of $384819 which was $96562 in excess of its required net capital The Companys

aggregate indebtedness to net capital ratio was 11.2 to

Expense Allocation

Through an agreement with the Parent the Company is allocated certain operating expenses

including occupancy professional services communications and data processing advertising

and employee benefits During the year ended December 31 2010 the Company incurred

approximately 90% of the shared expenses and the Parent incurred approximately 10% of the

expenses The total expense allocation for the year was approximately $921000



Realty Capital Securities LLC
Wholly-Owned Subsidiary of American Realty Capital II LLC

Notes to Financial Statement

Year Ended December 31 2010

Commitments and Contingencies

Litigation

The Company is defendant in lawsuit arising from normal business activities The

litigation is in its early discovery stage Management has reviewed this pending litigation with

legal counsel and management believes that this action is without merit and that an estimate

of the ultimate liability if any cannot be made

Leases

The Company occupies office space under various non-cancelable operating leases expiring

at various dates through 2012 Future annual minimum rental payments due excluding

occupancy expense allocated from the parent are as follows

Year Ending
December 31 Amount

2011 90168
2012 33.914

124.082

Subsequent Events

The Company has evaluated subsequent events that have occurred through February 28 2011

the date the financial statement were available for issuance and concluded that there were no

material subsequent events requiring disclosure



The Companys Statement of Financial Condition as of December 31 2010 is available for

examination at the office of the Company and at the Regional Office of the Secunties and

Exchange Commission

Independent Auditors Report

To the Member

Realty Capital Securities LLC

We have audited the accompanying statement of financial condition of Realty Capital Securities

LLC the Companyas of December 31 2010 that you are filing pursuant to Rule 17a-5 under

the Securities Exchange Act of 1934 This financial statement is the responsibility of the

Companys management Our responsibility is to express an opinion on this financial statement

based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free of material misstatement An
audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statement An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of Realty Capital Securities LLC as of December 31 2010 in conformity

with accounting principles generally accepted in the United States of America

Lake Success N.Y
February 28 2011


